<% PORTLAND PARKS & RECREATION

(N
v Healthy Parks, Healthy Portland

Cost of Service Report

Fiscal Years 2012-13 & 2013-14
December 2015



Cost of Service Report
Fiscal Years 2012-13, 2013-14

December 2015

Project Staff

Pauline Miranda, Senior Management Analyst

Review Team
Mike Abbaté, Director
Eileen Argentina, Services Manager
Jenn Cairo, City Nature Zone Manager
Astrid Dragoy, City Nature Zone Manager
Margaret Evans, Workforce Development Manager
Warren Jimenez, Assistant Director
Art Hendricks, Equity & Inclusion Manager
Trang Lam, Property & Business Development Manager
Kia Selley; Planning, Development & Asset Manager
Jason Smith, Principal Management Analyst
Jeff Shaffer, Finance Manager
Jennifer Yocom, Community Relations Manager

Portland Parks & Recreation
1120 SW 5% Ave, Suite 1302
Portland, Oregon 97204
(503) 823-PLAY
www.PortlandParks.org

Amanda Fritz, Commissioner
Mike Abbaté, Director


http://www.portlandparks.org/

T'able of Contents

Executive SUMMATY .....cccooviiiiiiiiiiiiiiiiiccccteeeeecee e 1
Cost Recovery Policy
Current PoliCY ....cvvveueiiiiiiniecieicicieicceeccteeccierevceenee e 3
POliCY REVIEW ...ttt 4
Cost of Service (COS) Model
COS MO ..ttt 5
Recovery Calculations .......c.ce.eceeevecieiecninrecniniecninneeeeneeeenenenns 5
ALOCAIONS ..ttt ettt eae e 6
ACHVITIES 1ottt sae s sae s s saene 6
Discussion of Results....c.coeeevieveiniereininieinieicinieicinrecieneceeneeceenene 7
Overall Results.......covviiiiiinininiiiiiiiiiincicccieeeieenns 8
Results by Neighborhood Income .......cccoceveevccinincnncnenncnnene. 9
Results by Age Group......ccoeeeeeeeceeeuciniencenieccniecenrereeenenenes 10
Recommendations ... 11
Appendices
A. Detailed Methodology ... 13

B. Cost Recovery Policy ......cooiiiiiciiiiiiccicceccceee 17
C. FY 2012-13 Results
D. FY 2013-14 Results






Executive Summary

A Cost of Service (COS) study is required by city policy for bureaus

that provide services-for-fees and that receive public subsidy.

A COS study attempts to determine the true or total cost of providing
services to the public, and then compares total costs with revenues.
The resulting recovery rate illustrates how much of PP&R’s costs are
paid for by resources such as program and rental fees, grants, and

donations, versus taxpayer dollars.

Current Policy

In 2004, COS results were used to inform development

of a Cost Recovery Policy, which was adopted by
Council. The policy set recovery targets by user age
along with the income profile of the neighborhood in
which the recreation site or program was located.

Results

Opverall, the COS study found that total cost
recovery has increased over the last several years.
Recent years’ general fund discretionary budget
reductions have largely been met with increased
revenue targets, and associated fee increases, as the
bureau has tried to maintain service levels. This
budgetary approach has contributed to the upward
shift in cost recovery, and while overall service levels
have been maintained, price increases have likely
reduced access for some Portlanders.

Recommend Policy Review
As a public recreation agency, reducing barriers to
access and providing equitable access continue to be

priorities. In 2014, PP&R renewed its focus on equity
and access for the most vulnerable populations. Given

this renewed focus, along with the trend of increasing
cost recovery performance, it is appropriate to revisit
the cost recovery targets and overall policy direction.

PP&R Cost Recover

Age Neighborhood
Group Income

y Policy Targets

Direct Total
Recovery Recovery

Adult  Median & Above

110% 63%

Adult Low 50% 26%
Youth  Median & Above 80% 42%
Youth Low 40% 23%
Mixed Median & Above 95% 53%
Mixed Low 45% 25%

All All 70% 39%
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Cost Recovery Policy

A Cost of Service (COS) study is required by city policy for bureaus
that provide services-for-fees and that receive public subsidy.

A COS study attempts to determine the true or total cost of providing
services to the public, and then compares total costs with revenues.
The resulting recovery rate illustrates how much of PP&R’s costs are
paid for by resources such as program and rental fees, grants, and
donations, versus taxpayer dollars.

Current Policy
In 2004, COS results were used to inform development of a Cost PP&R Cost Recovery Policy Targets

Recovery Policy, which was adopted by Council. _ ,
Age Neighborhood Direct Total

Group Income Recovery Recovery

The policy set recovery targets by user age along with the income

. . . . . . Adult  Median & Above  110% 63%
profile! of the neighborhood in which the recreation site or program

Adult Low 50% 26%
was located. .
Youth  Median & Above  80% 42%
. . . Youth Low 40% 23%
“The policy establishes cost recovery goals for the bureau and provides - -
. . . . Mixed Median & Above  95% 53%
guidance for implementation. Goals are expressed by demographic .
.. L . . Mixed Low 45% 25%
group vather than by activity. Participation, and reducing barriers
All All 70% 39%

to participation, are the curvent focus of public interest, and that
particular activities are a matter of personal interest” (2005 Cost of

Service Study).

The 2004 policy acknowledged the economic theory of “public goods”
concept that different services provide varying levels of public versus
private benefit. However, the bureau chose to set recovery targets
based on participant characteristics: user age and neighborhood
income level, in order to reduce financial barriers’ to participation for
all youth and low income participants.

! Fach recreation location is identified as being in a Low Income neighborhood or
Median & Above Income neighborhood based on the neighborhood’s eligibility for
Community Development Block Grants (CDBG) from the federal Housing and
Urban Development (HUD) agency. Neighborhoods with 51% or more of
households whose income is at 80% or less of Regional Median Income are
designated as low income by HUD.

2 Cost recovery targets are one of several factors that affect pricing, so programs in
lower income neighborhoods generally have lower prices in an effort to reduce
financial barriers to participation.
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Policy Review

Many changes have occurred since the Cost Recovery Policy was
initially developed:

I The diversity, needs, and characteristics of demographic
groups in Portland have changed.

' The middle class is shrinking; there is a larger need for
reducing financial and other barriers to access.

f  Programs have changed. New programs have emerged, and
some existing programs have expanded or ended.

In addition, recent years’ general fund discretionary budget reductions
have largely been met with increased revenue targets, and associated
fee increases, as the bureau has tried to maintain service levels. In
order to meet the increasing revenue targets, program managers had
to move away from more highly subsidized programming toward
programs that generated enough revenue to cover increasing costs in
place of lost discretionary funding. This budgetary approach has
contributed to the upward shift in cost recovery, and while overall
service levels have been maintained, price increases may have had the
effect of reducing access for some Portlanders.

In FY 2014, PP&R’s total cost recovery rate was 40%, which exceeds
the policy objective of 39%.

As a public recreation agency, reducing barriers to access and
providing equitable access continue to be priorities. In 2014, PP&R
renewed its focus on equity and access for the most vulnerable
populations. Given this renewed focus, along with the trend of
increasing cost recovery performance, it is appropriate to revisit the
cost recovery targets and overall policy direction.
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Cost of Service Model

A cost of service study is a major undertaking for any organization.
Successful completion of the study greatly depends upon availability of
source data, a well-constructed model, and the willingness of staff to
participate. This section provides an overview of the methodology
used to implement the study, and a detailed methodology description
is included in Appendix A.

COS Model

"This is a moderately complex model handling a large amount of data
organized by Program, Location, and Age Group.

The fundamental purpose of a COS model is to determine complete
or total costs for selected activities and compare those costs to
revenues generated by the same activities. With this information cost
recovery can be calculated. Cost recovery is usually expressed as a
percentage of total cost. For example, if it costs $100 to provide a
particular activity, and the participant fee is $60, then the cost
recovery is 60% and the public subsidy is $40 or 40%.

Once actual cost recovery is known for particular services, it can be
compared to the desired or appropriate levels of fee income and public
subsidy. Total cost of service and cost recovery results can also be
used to make informed decisions about which service can be provided
given available public funding and program revenues.

Recovery Calculations

A Direct Recovery rate is derived by dividing Revenues by Direct
Costs. Direct Costs are those that can be controlled by programming
activities such as personnel costs, materials, and supplies. Direct
Recovery performance is useful in discussing financial performance

with recreation ﬁroiram manaiers because it closely matches their
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